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KEY ECONOMIC INDICATORS (1) 
(% in millions of U.S. dollars unless noted) 


1990 1991 1992(Est) 1993(Proj 
Domestic Economy 

Population (thousands) 575.0 581.0 587.4 593.9 
Population Growth Rate (%) 1.1 1.1 nei isi 
Nominal GNP 5,624.0 5,845.0 7,125.0 8,052.0 
Nominal GDP 5,517.0 5,743.0 7,001.0 
Nominal GDP Per Capita (US dols) 9,595.0 9,885.0 11,917.0 
Real GDP in CP (% change) 6.5 1.0 6.5 
CPI Index (% change) 4.5 5.0 8.0 


Production and Employment 
Labor Force (thousands) 
Unemployment (annual average) 
Industrial Production (% change) 
Govt. Budget Balance (as % of GDP) 


Balance of Payments 

Exports (F.0O.B.) 872.6 990.1 
Imports (F.0O.B.) (2) 2,311.0 2,357.4 2,930.2 
Trade Balance -1,461.6 -1,484.8 -1,940.1 
Current Account Balance +57 .6 -167.3 -157.0 
Foreign Debt (year end) 1,692.9 1,684.8 2,032.3 
Debt Service Paid 216.6 251.8 230.0 
Debt Service Ratio (as % of 

exports of goods & services) 6.8 8.3 7.0 
Foreign Exchange Reserves 2,075.0 2,314.8 2,589.8 
Tourism Revenue (net) 1,077.4 Sz2.5 1,153.3 
Average Exchange Rate for Year 

(CP1 = U.S. Dollars) 2.16 


U.S.- Cyprus Trade 
U.S. Exports to Cyprus (C.I.F.) 182.0 
U.S. Imports from Cyprus (C.I.F.) 14.9 13.2 14.0 
Cyprus Trade balance 167.1 
U.S. Share of Cyprus Imports (%) Tea 7.9 8.3 
U.S. Share of Cyprus Exports (%) 1.6 
U.S. Bilateral Aid 
Economic 15.0 15.0 15.0 
Military 0.0 0.0 0.0 
(Sources: Central Bank, Planning Bureau.) 


Principal U.S. Exports to Cyprus (1991): tobacco and cigarettes, 
cereals, animal fodder, office machines and automatic data processing 
equipment, electrical equipment, optical equipment, and paperboard. 


Principal U.S. imports from Cyprus (1991): clothing, footwear, steel 
tubes and pipes, dairy products, misc. food items. 


Notes: 
All figures are for government-controlled area only. 
1990 imports include aircraft imports of $36 million; 1992 imports 
are also expected to include aircraft imports of $149 million. 





SUMMARY 


Cyprus is the third largest island in the Mediterranean. It has a 
population of around 764,000. Since 1974 Cyprus has been divided 
de facto into a government-controlled area in the south (about 63 
percent) and an area in the north (37 percent) garrisoned with 
Turkish troops and inhabited by Turkish Cypriots. Since 1983 the 
Turkish Cypriots have declared this area to be the "Turkish 
Republic of Northern Cyprus" ("TRNC"). Only Turkey has extended 
diplomatic recognition to the "TRNC". This report covers only the 
part of the island controlled by the Government of Cyprus (GOC), 
with a mainly Greek Cypriot population of 587,000. All percentage 
changes and comparisons throughout this report are based on Cyprus 
Pound (CP) figures. The exchange rates used are CPl = US$2.19 for 
1990, and CP1 = US$2.16 for 1991. 


Economic growth recorded a drastic drop in 1991, mainly because of 
the Gulf War, which drove tourists away, and a drought, which 
resulted in losses in agriculture. Gross domestic product (GDP) 
at constant prices grew 1.0 percent in 1991, compared with 6.5 
percent in 1990 and 8.3 percent in 1989. Unemployment soared (by 
Cypriot standards) to 5.6 percent during early of 1991, but then 
it dropped substantially so that the year’s average was 3.0 
percent. Inflation kept on rising from 4.5 to 5.0 percent in 
1991. The trade deficit on a balance-of-payments (BOP) basis rose 
marginally to $2.3 billion. 


Net earnings from tourism dropped from $1.1 billion in 1990 to 
$836 million in 1991, reflecting a drastic reduction in tourist 
arrivals (from 1.56 million to 1.38 million). This drop caused 
gross invisible earnings to decline (for the first time since 
1975) by 5.9 percent to $2.2 billion. The current account swung 
violently from a surplus of $127 million to a deficit of $361 
million, while the deficit in the overall BOP grew from $22 
million in 1990 to $69 million in 1991. The fiscal deficit 
doubled to $275 million, or 4.8 percent of GDP, which is the 
highest since 1984 (in GDP percentage terms). The growth in 
government revenue (1.5 percent) lagged severely behind the growth 
in total spending (10.3 percent). 


By August 1991, economic activity picked up a more familiar pace. 
This recovery, boosted by strong earnings from tourism, is 
expected to last throughout 1992 and to push growth to 6.5 
percent. The only dark spots on President Vassiliou’s economic 
record sheet, if he chooses to run for reelection in February 
1993, will be a soaring inflation (the highest since 1981) and a 
persistent fiscal deficit of around $210 million. The 
introduction of a 5 percent value-added tax (VAT) on July 1, 1992 
was also an important feature of 1992 and so was the 
administration’s effort to promote the Cypriot application for EC 
membership. 
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PART A —- CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: The remarkable progress of the Cypriot economy 
in recent years (particularly in the latter part of the 1980s and 
in 1990) was temporarily checked in 1991, mainly because of the 
adverse impact of the Gulf War on tourism, international 
transportation, and manufacturing exports, and the effects of the 
drought on agriculture. The rate of growth of gross domestic 
product decelerated dramatically from 6.5 percent in 1990 (and 8.3 
percent in 1989) to 1.0 percent in 1991. Foreign demand at 
constant prices, which accounted for about a third of aggregate 
demand, declined for the first time since 1986. Domestic demand, 
on the other hand, continued to expand and provided the impetus 
for the small growth in GDP. Both consumption and investment 
spending grew in line with government policy to bolster the 
economy and avoid a recession. 


Sectoral Analysis: A persistent drought during the first months 
of 1991 severely undermined agricultural production. The 
production of cereals declined by 40 percent, grapes by 41.0 
percent and olives by 33.0 percent. Exports of potatoes fell by 
5.0 percent in 1991, citrus by 11.9 percent, and table grapes by 
20.0 percent. On the contrary, output in the mining and quarrying 
sector rose further, enhanced by the brisk construction activity. 
Value added by the primary sectors (agriculture, mining, and 
quarrying combined) fell by 11.5 percent in real terms, following 
a growth of 1.0 percent the year before. As a result, the 
contribution of primary sectors to real GDP decreased 
substantially from 7.0 percent in 1990 to 6.1 percent in 1990. 


Value added in the secondary sectors (manufacturing, electricity, 
and construction) grew by 2.6 percent in 1991 in constant terms, 
exactly half the rise a year earlier but slightly above the 
economy-wide average. Real value added in manufacturing grew an 
anemic 1.0 percent (following an increase of 4.2 percent in 1990) 
to $628 million due to weak foreign demand, particularly from Arab 
countries. The main subsector of food, beverages, and tobacco 
grew by 0.8 percent, while textiles and clothing grew by 0.6 
percent. Construction contributed $405 million in constant terms 
to GDP, growing at a steady 5.0 percent. 


The performance of the tertiary (services) sector was heavily 
weighed down by hostilities in the Gulf. Value added in tourisn, 
transportation, and other services grew only by 1.4 percent in 
1991, compared with 8.8 percent in 1990 and 12.7 percent in 1989. 
The share of this sector in GDP rose marginally to 53.9 percent. 
Following are the main subsectors in the services sector with 
figures in constant 1985 prices: 


-- trade, restaurants, and hotels, $922 million, 21.4 percent of 


GDP (negative growth of 4.0 percent, compared with an increase of 
9.8 percent in 1990); 
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transport and communications, $420 million, 9.7 percent of GDP 


(negative growth of 2.5 percent, compared with growth of 4.9 
percent) ; 


banking, insurance, real estate, and business, $732 million, 
17.0 percent of GDP (up 8.6 percent, from 10.6 percent in 1990); 


social and personal services, $252 million, 5.8 percent of GDP 
(10.4 percent growth, virtually the same as in 1990); and 


government services, $528 million, 12.3 percent of GDP 
(5.0 percent growth, compared with 6.2 percent in 1990). 


Tourism: Tourist arrivals during the first quarter of 1991 were 
Slashed by 60.0 percent, but they began to recover shortly after 
the cessation of hostilities in the Gulf. The year-end figure for 
tourist arrivals was 1,385,129, down 11.3 percent from the record 
figure of 1990 (1,561,479 persons). Hoteliers had to drop their 
prices, not only because of the slack in the business but also 
because of the economic slowdown in many European countries. As a 
result, gross earnings from tourism dropped 16.9 percent in 1991 
to $1.028 billion, compared with increases of 16.9 percent in 1990 
and 26.9 percent in 1989. This decline was the first drop in 
tourist revenue in 16 years; income from tourism declined to 

33.8 percent of exports of goods and services from 39.4 percent a 
year earlier. 


The main source of tourists continued to be the United Kingdon, 


with 49.0 percent of total arrivals. The other main tourist 
markets for Cyprus were Sweden (6.6 percent), Finland (5.1 
percent), Germany (4.8 percent), Greece (4.3 percent), and Lebanon 
(2.9 percent). Arrivals of American tourists increased from less 
than 1.0 percent to 1.6 percent of total tourist arrivals. Bed 
capacity increased by 7.2 percent, compared with increases of 13.2 
during each of the last two years. 


Employment, Prices, Salaries,and Wages: Unemployment at the 
climax of the Gulf War in February surged to 5.6 percent of the 
economically active population, and was particularly pronounced in 
tourism and manufacture. By the third quarter, though, the 
familiar labor shortages in several sectors started to reemerge as 
the economy began to pick up. The average rate of unemployment 
for the whole year was 3.0 percent, compared with 1.8 percent the 
year before. Real average rates of pay grew 4.2 percent, 
apparently impervious to the easing of labor pressures during the 
first half of the year and the very low expansion in productivity. 


The slow but steady rise in inflation since 1986 continued in 
1991, despite the reduction in aggregate demand and the easing of 
labor shortages. From an all-time low of 1.2 percent in 1986, 
inflation rose to 2.8 percent in 1987, to 3.4 percent in 1988, to 
3.8 percent in 1989, to 4.5 percent in 1990, and then on to 5.0 
percent in 1991. Wage indexation is widespread, with semiannual 
wage adjustments for the majority of employees. 
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Investment: Gross capital formation, adjusted to exclude 
non-recurrent imports, registered gains of 6.3 percent, compared 
with and increase of 1.9 percent in 1990. The increase in 
investment was largely supported by strong construction activity. 
Capital expenditure on buildings and works rose 5.1 percent, 
following an increase of 4.9 percent the year before. Investment 
on machinery and equipment grew a respectable 4.2 percent, 
constituting about a fifth of total investment. Investment 
spending on motor vehicles dropped 11.5 percent in real terms, in 
contrast to an expansion of 24.9 percent in 1990. 


Foreign Trade: Following a rise of 9.6 percent in 1990, total 
exports (f.0.b.), adjusted for the BOP, increased by 4.1 percent 
in 1991, to $873 million. This increase was spurred by a 

22.2 percent rise in reexports, which reached $348 million. By 
contrast, domestic exports dropped by 5.2 percent in 1991 (after 
an increase of 6.0 percent in 1990) totalling $524 million. 
Receipts from agricultural exports declined by 9.9 percent, to 
$132 million -- mainly because of bad weather and reduced demand 
from Europe. Potato exports brought in $61 million, 2.8 percent 
less than in 1990. Citrus exports, the second largest export 
crop, recorded a drop of 11.0 percent to $42 million. 
Manufacturing exports dropped 3.4 percent to $387 million. 
Clothing exports, the main earner in this category, dropped 1.3 
percent to $149 million. Footwear exports brought in $28 million 
and cigarette exports (mostly reexports) $22 million. The EC 
remained the major market for Cypriot exports, even though its 
share of total Cypriot exports declined from 47.4 percent in 1990 
to 43.4 percent in 1991. 


Total imports (f.o.b) (including aircraft) grew by 3.4 percent 
during 1991 and amounted to $2.4 billion, compared with an 
increase of 3.2 percent in 1990. Imports of fuel products rose 
marginally by 1.1 percent to $270 million, following a drop in 
international oil prices. Intermediate inputs rose 2.5 percent to 
$1.1 billion, reflecting sluggish economic activity. Consumer 
imports increased 18.8 percent to $647 million or 24.6 percent of 
total imports. Capital imports rose 2.0 percent to $274 million 
and imports of transport equipment dropped 12.7 percent to 

$332 million. The EC supplied 51.1 percent of total imports 
(excluding aircraft), down from 52.9 percent in 1990. Imports 
from Japan, the second largest supplier, increased by 2.2 percent 
to $298 million. Imports from the United States grew by 16.2 
percent -- significantly faster than the rate of growth of total 
imports -- to $209 million (see paragraph on Cyprus-U.S. trade). 


Balance of Payments: The merchandise trade deficit, measured on a 
BOP basis, rose to $2.4 billion, compared with $2.3 billion in 
1990. Invisible receipts declined for the first time since 1975, 
to $2.2 billion, down 5.9 percent, compared with rises of 14.7 
percent in 1990 and 20.9 percent in 1989. Invisible payments 
advanced at a decelerating pace--up 5.0 percent to $896 million. 
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As a result, invisible transactions were in surplus by 

$1.3 billion in 1991, compared with $1.5 billion in 1990 and 
$1.2 billion in 1989. The surplus in the travel account dropped 
to $836 million (63.5 percent of net invisibles) in 1991 from 
$1.1 billion (70.9 percent of net invisible earnings) in 1990. 


The negative effects of the Gulf war on invisible earnings were 
manifested in a large swing from a current account surplus of 

$58 million in 1990 (including non-recurrent imports of aircraft) 
to a deficit of $167 million in 1991. As a proportion of GDP, the 
current account displayed a deficit of 2.9 percent, compared with 
a surplus of 1.0 percent the year before. 


Net capital inflows rose from $142 million in 1990 to $270 million 
in 1991, largely because of net issues of Eurocommercial Paper by 
the government of $125 million, compared with net repayments of 
$37 million in the previous year. The large increase in net 
capital movements was fully offset by the severe deterioration in 
the current account. After adjusting for negative errors and 
omissions, the overall BOP showed a significant deterioration. 
Despite a reduction in negative errors and omissions, the overall 
balance displayed a deficit of $69 million, compared with a 
deficit of $22 million in 1990 and a surplus of $233 million in 
1989. Foreign exchange reserves are estimated to have increased 
from $2.1 billion in 1990 to $2.3 billion in 1991. 


Fiscal Policy: Public finances took a turn for the worse in 1991, 
principally because of a drop in state revenue. The fiscal 
deficit more than doubled from $129 million in 1990 to 

$275 million in 1991. In absolute terms, this fiscal deficit was 
the highest ever in Cyprus; as a percentage of GDP it was the 
highest since 1984 at 4.8 percent. Total revenue grew by 

1.5 percent to $1.6 billion, compared with an increase of 

12.1 percent the year before. The main reasons behind this 
slowdown were the Gulf war-induced recession, the fiscal reform, 
which resulted in reduced earnings from direct taxes (especially 
personal income tax), and the advancement of the EC Customs Union 
agreement, which caused indirect tax revenue to shrink further. 
Total spending increased by 10.3 percent to $1.8 billion, 
following an increase of 15.7 percent the year before. Current 
spending also increased at 11.9 percent, a slower pace than 

15.1 percent the year before. Outlays on wages and salaries, 
which constitute the largest expense of the goods and services 
category, increased by 11.7 percent in 1991, compared with a rise 
of 13.6 percent in 1990. 


The doubling of the deficit forced the administration to turn to 
foreign sources to finance most of the deficit (57 percent). Net 
foreign borrowing reached $158 million in 1991, compared with a 
negative value (that is, repayments exceeding new loans) of $68 
million the year before. Net domestic borrowing amounted to $112 
million compared with $179 million in 1990. Foreign debt rose 
about 0.9 percent (in absolute terms) to $1.7 billion in 1991. 
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As a proportion of GDP, the foreign debt dropped from 30.7 percent 
in 1990 to 29.3 percent in 1991. The debt service ratio rose from 
6.8 percent in 1990 to 8.3 percent in 1991. 


Monetary Policy: Implementation of monetary policy by the Central 
Bank is hindered by two institutional weaknesses. First, the 
maximum interest rate has remained fixed at 9.0 percent since 1944 
and can only be changed by an act of Parliament. Thus, the most 
important instrument of monetary policy used by almost all 
countries is denied to the monetary authorities of Cyprus. 
Secondly, monetary control of the banking activities of the 
cooperative credit institutions, which account for over one third 
of the financial sector in Cyprus, is also denied to the Central 
Bank. Freeing interest rates has become more important in view of 
Cyprus’ application to join the EC. 


Currently, the most important instrument of monetary policy 
available to the Central Bank is the use of the liquidity ratio. 
The minimum liquidity requirement increased from 26.0 percent 
during the first and second quarters of 1991 to 28.0 percent in 
the third quarter and 29.0 in the fourth. The rate of growth of 
credit issued by all banks to the private sector was targeted to 
decelerate from 18.4 percent in 1990 to 13.1 percent in 1991. 
Total liquidity, or M2, increased by $529 million or 12.2 percent, 
compared with an increase of 17.3 percent ($642 million) recorded 
in 1990. Primary liquidity, or Ml, increased by only $42 million 
or 5.0 percent in 1991, compared 14.3 percent in 1990. Demand 
deposits accounted for the largest part of the slowdown in the 


expansion of Ml, with an increase of just 3.9 percent in 1991, 
compared with 18.8 percent in 1990. Secondary liquidity, or 
quasi-money, accounted for the largest part of the expansion in 
total liquidity, with an increase of $488 million or 14.3 percent, 
compared with 18.2 percent in 1990. 


Prospects for 1992: Economic activity is forecast to remain 
strong in 1992, fueled by sustained foreign demand for services. 
Tourism is expected to expand substantially, even though the 
growth in earnings will lag substantially behind the growth in 
arrivals. More than 1.7 million tourists are expected to visit 
Cyprus in 1992, but net revenue from tourism will barely top that 
of 1989 at $1.15 billion, mainly because hoteliers were forced to 
cut their prices after the Gulf war. Agricultural production is 
also expected to recover after plentiful rains during the winter 
of 1991-92. The pick-up in economic activity will be accompanied 
by a return of labor shortages, which will be met, to a certain 
extent, by the importation of small numbers of foreign laborers. 
Strong aggregate demand and the introduction of a 5 percent VAT in 
July are expected to push inflation to around 8 percent, which 
will be the highest point since 1981. The current account deficit 
will be close to that recorded in 1991, weighed down by 
non-recurrent imports of aircraft of $149 million. 
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The VAT is expected to generate additional revenue of about 

$90 million a year at an estimated coverage of 65 percent. 
However, the full beneficial impact of its introduction on state 
finances and the fiscal deficit will not be felt until 1993. The 
administration has not hidden the fact that it would like to raise 
the rate of VAT from 5 percent to at least 10 percent, but only 
after the tax is in place and running smoothly and, at any rate, 
not before the February 1993 presidential elections. Bank lending 
is targeted to increase 13.6 percent, even though this target is 
more of a guideline, rather than a compulsory upper ceiling. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


Political Stability: Cyprus has been divided since 1974. The 
United Nations Force in Cyprus (UNFICYP) polices the buffer zone 
between the Greek and Turkish Cypriot communities. Except for 
occasional demonstrations or infrequent incidents between soldiers 
at narrow points in the buffer zone, there has been no violent 
conflict since 1974. Ongoing negotiations, under the auspices of 
the United Nations, aim to reunite the island under a federal 
structure. At present, there is essentially no movement of goods, 
persons, or services between the two parts of the island. The 
ports and airports of the Turkish Cypriot community are considered 
illegal by the Government of the Republic of Cyprus. 


Relations with the European Community (EC). On July 4, 1990, the 
GOcC formally applied to join the EC, sidestepping earlier plans 
for a referendum. In mid-July 1992, a delegation from the 
European Parliament visited Cyprus for preliminary soundings. An 


official evaluation of the Cypriot application is expected by the 
end of 1992, but indications are that Cyprus will not be joining 
the EC in the next several years. 


Meanwhile, Cyprus enjoys a very close relationship with the EC. 
The 1972 Association Agreement granted a reciprocal tariff 
preference of 35 percent. Additionally, the 1988 Customs Union 
Agreement initiated a 10-year process of further cuts to culminate 
in a customs union covering 80 percent of traded goods by 1997. 
The GOC has already started harmonizing rules and regulations with 
those of the EC. It has been using the EC’s Harmonized System 
(HS) of tariff nomenclature since March 1988, and in July 1992 it 
introduced VAT. Additionally, the GOC decided in May 1992 to peg 
the CP to the European Monetary Unit (ECU). The decision was put 
to effect on June 19, and aims to promote trade between Cyprus and 
the EC through greater stability between their currencies. The 
central rate was set at ECU 1.7086 per Cypriot pound (CP), with a 
2.25 percent margin of deviation on either side. At the same 
time, though, this decision will result in wider fluctuations 


between the CP and non-EC currencies, like the U.S. dollar and the 
yen. 
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Investment Climate: The GOC wishes to encourage foreign direct 
investment and offers various tax incentives to new firms. The 
GOC-owned Cyprus Development Bank has taken equity positions in a 
number of new ventures (the bank may be contacted at P.O. Box 
1415, Nicosia, at telephone 457575, telex 2797, or telefax 
464322). There is relatively little U.S. direct investment in 
Cyprus, which is closely tied by tradition, trade links, and 
history to the United Kingdom. All applications for investment by 
nonresidents require prior approval by the Central Bank; majority 
ownership by Cypriots is required, although this may be waived by 
the Council of Ministers in special cases. Priority is given to 
new products, new technologies, and new methods of production; 
export-oriented production is encouraged. Other factors 
considered include competition posed to existing firms, use of 
local materials, and employment creation. Foreigners may own no 
more than one piece of real property in Cyprus. Cyprus has 
concluded treaties on double taxation with various countries, 
including the United States. 


Further information and applications for approval of investment by 
nonresidents can be obtained from the Central Bank of Cyprus, 
36 Metochiou Str., P.O.Box 5529, Nicosia, Cyprus, FAX 357-2-472012. 


Exchange Controls: Cyprus has removed exchange restrictions on 
current international transactions and has accepted article VIII 
of the International Monetary Fund (IMF) agreement. However, 
Cypriots and residents are still subject to exchange controls. 
They are limited in the amounts of funds which they may transfer 
abroad; the GOC allows them to purchase foreign exchange for 
commercial imports, authorized business expenses, trips abroad, 
and educational expenses outside Cyprus. Tourists can purchase 
freely Cyprus pounds within Cyprus with foreign currency, but they 
cannot take them out of the country. Nonresidents, primarily 
persons working in the offshore sector, may maintain external 
accounts in any currency and may freely transfer foreign 
exchange. The Central Bank allows nonresidents and foreign 
investors freely to repatriate capital, profits, capital gains 
from sale of shares, dividends, and interest from investment in 
Cyprus. Investments may be disposed of at any time. Capital 
gains on the sale of property may be remitted abroad, subject to 
an annual maximum remittance of CP 5,000 (about $11,500 at the 
current rate). Transfer of shares between non-residents must be 
approved by the Central Bank; this is generally no more than a 
formality requiring presentation of accounts. The Central Bank 
must approve in advance royalties and other payments abroad for 
the transfer of technology. 


The Offshore Sector in Cyprus: The GOC makes various concessions 
of tax- and duty-free status to companies located in Cyprus but 
engaged exclusively in business offshore. Cyprus promotes its 
geographical location as a bridge between Europe and the Middle 
East, and its highly educated English-speaking population, 
moderate local costs, good airline connections, and excellent 
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telecommunications. Foreign exchange earnings from offshore 
companies rose 12.9 percent to $151 million in 1991. Offshore 
firms are taxed at a rate of 4.25 percent of reported earnings, 
one-tenth of the standard company rate. By the end of 1991, 884 
offshore firms maintained fully operational offices in Cyprus, 
compared with 774 in 1990. Roughly half were engaged in trading 
and marketing; another 25 percent offered professional and 
consulting services. The rest were engaged in fields, including 
publishing, ship management and chartering, banking, insurance, 
and administration. During 1991, the Central Bank issued 1,271 
new permits for the registration of offshore enterprises, compared 
with 970 in 1990 and 744 in 1989. Many, however, remained 
inactive or were used only as "brass plate" firms. 


Currently, there are about 25 U.S.-owned offshore firms in 

Cyprus. These include companies engaged in regional marketing of 
computers, computer graphics systems, telecommunications switching 
equipment, printing equipment, household products, and soft 
drinks. Information on the offshore sector, including a 
videotaped documentary, is available from the Central Bank of 
Cyprus at the address given above. 


Cyprus Shipping: The Cypriot merchant fleet has grown remarkably 
over the last decade. From 32nd largest in 1981, it has now 
become the 7th largest in the world, in terms of gross registered 
tonnage (GRTs). The GOC has been publicizing its generous tax 
incentives, an extensive network of double tax treaties and 
bilateral shipping agreements, excellent telecommunications, and 
shipping-related services. Total tonnage grew 6.8 percent from 


19,742 million GRTs in 1990 to around 21,000 million GRTs in 
1991. Shipping companies registered in Cyprus rose tenfold from 
70 in 1980 to more than 700 in 1991; about a tenth of these have 
fully staffed offices. State revenue from shipping more than 
doubled during the last three years to around $88 million. 


Export Opportunities: Development expenditure is scheduled to 
rise to $1.41 billion in 1989-93, from $948 million during the 
previous five years. About 30 percent of this was to be spent on 
agricultural development. Despite a very rainy winter in 1991-92, 
which filled the dams by more than 50 percent, the GOC has not 
abandoned plans to build a desalination plant with a capacity of 
20,000-30,000 tons per day. Emphasis is also being placed on 
computerization in the civil service, further improvement of an 
already sophisticated telecommunications network, highway 
construction, and construction of a series of 30 MW-60 MW 
electricity generating stations, probably coal fired. 


As Cypriot industry adapts to the increasing pressures of EC 
competition within the customs union in coming years, there will 
be opportunities for the sale of computer-assisted design systems 
and new capital equipment for production of textiles, clothing, 
and footwear. Increasing public sensitivity about environmental 
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issues also means that there is now a better market in Cyprus for 
equipment/services which help to preserve the environment. On the 
Intellectual Property Rights (IPR) front, the GOC is now trying 
hard to turn around a market which is almost completely dominated 
by pirates (especially for video and audio tapes). The 
administration is drafting stronger copyright law and appears 
committed to offer better IPR protection in the future. 


Trade Between Cyprus and the United States: U.S. exports to 
Cyprus grew 16.2 percent to $209 million in 1991, after an 
increase of 42.6 percent the year before. Exports of American 
tobacco and tobacco products continued their rapid expansion from 
$19 million in 1989 to $56 million in 1990, to $83 million in 
1991. Most of this was cigarette reexports from Cyprus, which is 
reflected by the surge in reexports of tobacco and tobacco 
products (to all countries) from $47 million in 1990 to 

$103 million in 1991. Exports of automatic data processing 
machines and other machinery remained roughly unchanged at around 
$22 million. U.S. exports of cereals to Cyprus declined 
marginally from $21 million in 1990 to $20 million in 1991 due to 
aggressive competition from the EC. In 1992, though, the U.S. 
Department of Agriculture took measures to counter this 
competition under the Export Enhancement Program. Other U.S. 
exports to Cyprus included electrical machinery (including 
television sets, radios, etc.)--$13 million; animal fodder-- 

$11 million; optical, measuring, medical and other specialized 
equipment $8 million; and paperboard--$2 million. 


U.S. imports from Cyprus recorded a small drop from $15 million in 


1990 to $13 million in 1991. 


Most of these were clothing (about 


$5 million) and the rest footwear, steel tubes and pipes, dairy 


products, and various food items. 


Each year the U.S. Embassy in 


Nicosia sponsors a pavilion with American products at the Cyprus 


International (State) Fair. 


KEY U.S. GOVERNMENT SOURCES OF INFORMATION ON CYPRUS: 


Mr. Trevor Evans 
Economic/Commercial Officer 
US Embassy Nicosia 

FPO NEW YORK 09530 

Tel. (357) 2-465151 

FAX: (357) 2-459571 


Mr. Thomas Wukitsch 
Country Desk Officer 
EUR/SE, Rm 5511 
Department of State 
Washington DC 20520 
Tel. (202) 647-6948 
FAX: (202) 647-0967 


Ms. Ann Corro 

Cyprus Desk Officer 
IEP/EUR, Rm 3042 

US Department of Commerce 
Washington DC 20230 

Tel.: (202) 482-3945 

FAX: (202) 482-2897 


Mr. Geoff Jackson, TDP 

US Department of State 

Rm 309, SA-16 

Washington DC 20523 

Tel. (703) 875-4357, 235-3660 
FAX: (703) 875-4009 





